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C. THE ECONOMIC BENEFITS OF INTERNATIONAL COORDINATION

Unless constraints are imposed it is unlikely under many possible
supply disruptions that any one oil importing country will be able
to keep for itself all the economic benefits of its own petroleum
reserve drawdown.^/ The operation of international oil markets tends
to equalize crude oil prices throughout the world, even during a
disruption. For this reason, SPR drawdowns exert downward pressure
on oil prices throughout the world, not just those of the country
depleting its stockpile. In addition, to the degree that the
existence of reserves deters certain disruptions, one country's
reserves will once again benefit all importers. Since oil importing
countries are not able to capture all the benefits of their own
reserves and since they benefit directly from the drawdown of
foreign reserves, there are considerably larger net economic
benefits to be gained by all oil importers if they coordinate their
reserve activities.

Specifically, a program which encourages International Energy
Agency (IEA) members to act as a single entity will generate
large net benefits for all members, including the U.S. Under
the assumptions stated earlier about the likelihood and severity
of future disruptions in the world oil market, slack market
acquisitions for the IEA stockpile should continue until the
reserve reaches 10 billion barrels. This is 2.5 times as large as
the slack market plateau size for the U.S. acting alone (4.4
billion barrels). Under an optimal acquisition and drawdown

4/ This conclusion does not apply under the conditions of the IEA
sharing agreements, which allocate to each country its pro-
portional share of imports during a disruption. Since the IEA
agreements allow a country to use its own stockpile without
lowering its allocation of imported oil during a disruption,
each country would keep for itself all the benefits of its
stockpile. However, the IEA agreements would not be triggered
if supply losses to each member country were less than 7 percent
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